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ADDENDUM A — CS 138

The Standard D analysis provided by the Departments of Technology and Budget and Corrections does not
reflect a true “apples to apples” comparison to Civil Service provisions. Numerous additional costs would have
to be added to the ARAMARK bid or subtracted from the cost for continued State provision of food service
delivery for the analysis to provide an accurate cost comparison. A valid comparison would require
ARAMARK to match the standards and constraints that are currently at MDOC, such as purchase costs from
MSI and local farms, food prices based on the MDOC menu, recipes and ingredients, and staff operations with
an equivalent number of hours and a night shift. Or these state mandated costs would need to be subtracted
from the cost of the state provision of services. For some policies (e.g. prime vendor; reduced hours), the
changes can be implemented within MDOC, and thus realize similar savings while keeping the service under
public control. Finally, the analysis does not take into consideration the long range costs to the State as
required by Standard D.

To gain an appreciation for how the difference between the MDOC and ARAMARK standards and constraints
can affect this outsourcing decision, we compared the original cost analysis form for the Standard D analysis
with a cost analysis that adjusts for only two of the factors described above. The first would allow MDOC to
move forward with a prime vendor supplier model (like ARAMARK currently has?), and for this factor we
assume that the prime vendor will reduce food and cleaning supplies costs by 30 percent. 2 Accordingly, our
summary adjusts the original CS-138 standard D summary prepared by MDOC by the estimated saving of $11
million annually of moving to a prime vendor supplier model.

The second factor in our adjusted version compares staffing levels at the ARAMARK proposed level with civil
service staff. To make the adjustments, labor, fringe benefits, and indirect are all proportionately reduced by
the ratio of ARAMARK food service FTE to MDOC food service FTE. While we suspect the reduced staffing level
would either result in imposed security costs or overtime, we are using their assumptions in order to compare
“apples to apples.”

The attached worksheets provide the results. The first worksheet is the original cost analysis form that
summarizes the financial comparison between MDOC food provision and ARAMARK food provision submitted
by the departments. The second worksheet is the adjusted cost analysis form that incorporates adjustments
based on the prime vendor system and the proportionate reduction in FTE as per the ARAMARK proposal.

These two estimates arrive at completely opposite recommendations. The original, unadjusted cost estimate
predicts an annual savings to the State of $16.4 million, or 25.55 percent, while the adjusted estimate predicts
an annual negative effect on the State by increasing costs to the State of Michigan by outsourcing to
ARAMARK. By imposing the same service standards and constraints across the two providers, the “decision”
reverses from “Accomplish by Contract” to “Accomplish by Classified Employees.”

AFSCME again respectfully requests an opportunity to meet with the Civil Service Review Team and the two
joint evaluation committees that reviewed the ARAMARK proposal. We believe it is fundamentally unfair to
allow our competitor to meet with the Joint Evaluation Committee while denying us that opportunity. This
significant discrepancy in estimates and other questions can only be satisfactorily resolved by face to face
conversations and a sharing of information.

Thank you for your consideration.

Yn the Spring of 2012, the MDOC had a tentative prime vendor agreement with Gordon Food Service

(from Grand Rapids) to supply the prisons.
2
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Number of Performance Periods

Classified Performance Costs

Standard D Cost Analysis Form

Standard Cost Analysis for Food Service

Classified vs. Contract Performance

. Wage and Salary Costs

. Fringe Benefits Costs

. Facilities Costs

. Equipment Costs

. Other Direct Costs

. Indirect Costs

~NOoO O A WN -

. Total Classified Costs

(Sum of Lines 1 through 6)

Contract Performance Costs

8. Contract Price

9. Contract Monitoring

10. One-Time Conversion Costs

11. Gain or Loss on Disposal/Transfer
of Assets

12. Other Costs

13. Total Contract Costs

(Sum of Lines 8 through 12)

Cost Analysis and Decision

14. Annual Savings

(Line 7 minus Line 13, divided by
number of performance periods)

15. Annual Classified Performance Costs

(Line 7 divided by number of
performance periods)
16. Average Annual Savings Percent
(Line 14 divided by Line 15)
17. Minimum Cost Savings Threshold
(From Minimum Cost Savings Table)
18. Decision
Accomplish by Contract
Accomplish by Classified Employees

5
Performance Period
1 2 3 Additional Total Reference
$18,231,921 $18,475,449] $18,691,574| $37,926,015 $93,324,959
$7,602,073 $7,627,129 $7,560,555| $15,204,978 $37,894,736
$0 $0 $0 $0 $0
$0 $0 $0 $0 $0
$38,801,518| $38,891,518| $38,891,518| $77,783,036 $194,457,590
$1,823,192 $1,847,545 $1,869,157| $3,792,601 $9,332,496
$66,548,705] $66,741,641 $67,012,805[$134,706,631 $335,009,781
$48,360,252| $48,360,252| $48,360,252| $96,720,504 $241,801,260
$1.625,441 $1,555,950 $1,587,069| $3,269,997 $7,938,456
$2,686,040 $2,686,040
$0 $0 $0 $0 $0
$70,000 $70,000 $70,000 $140,000 $350,000
$52,641,733| $49,986,202| $50,017,321|$100,130,501 $252,775,756
| $16,446,805|
| $67,001,956 |
| 24.55%|
DollarAmt.= [ |Percentage =| 5.00%|

YES
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Indirect Costs
CAF Line #6

Standard Indirect Cost Factor multiplied by Wage and Salary cost:

Period 1 $ 1,823,192
Period 2 $ 1,847,545
Period 3 $ 1,869,157
Period 4 $ 1,887,948
Period 5 $ 1,904,653

Type of Other Indirect Cost | Period 1 Cost] Period 2 Cost] Period 3 Cost] Period 4 Cost] Period 5 Cost

™ Total Other Indirect Costs | & -15 -13 195 -1$ -

Total Indirect Costs

Period 1 $ 1,823,192
Period 2 $ 1,847,545
Period 3 $ 1,869,157
Period 4 $ 1,887,948
Period 5 $ 1,904,653



Contract Price
CAF Line #8

Enter actual bid price here (per annum):

OR

Calculate bid estimate:

$ 48,360,252

i —

Cost Estimate

Cost Factors
Wage and Salary Costs

Fringe Benefits Costs

R-54
1

Facilities Costs

Equipment Costs

Other Direct Costs

Indirect Costs

Total Contract Bid Estimate

| nlanlen
SRR
1

Total for Line #8:

$ 48,360,252
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One-Time Contract Conversion Costs

CAF Line #10
Personnel-related Conversion Costs
A B c "D
Other
Unemployment | Dispilacement | Conversion Cost
Personnel Classification Liability Costs (B+C)

20 weeks for 371 positions at $362/wk $ 2,686,040 $ 2,686,040
$ -
$ -
$ -
$ -
$ -
$ -
$ -
$ -
o e
$ -
$ -
$ -
$ -

Total § 2,086,040 3 2,666,040 |

Non Personnel-related Conversion Costs

Conversion |
Type of Conversion Action Cost
Total 5 -

Total for Line #10:

$ 2,686,040




Gain or Loss on Disposal/Transfer of Assets

CAF Line #11
A B C D E F
Dlsposal Value as a
Percentage of Total
Acquisition |Acquisition Cost (See| Disposal |Estimated Cost| Disposal

Asset Type Cost Appendix 1) Value (B*C)| of Disposal Value (D-E)
$ - [3 .
$ - $ -
$ - $ -
$ - $ -
$ - 3 -
3 - $ -
$ - $ -
$ - $ -
$ - 3 -
$ - $ -
$ - $ -

$ - $
$ - $ N
$ - 3 N
$ - [3 -
“Total $ - $ 1% - -




Other Costs

CAF Line #14
Type of Other Cost Cost
Contract Adm-Travel
Lodging $ 6,800.00
Meals $ 11,136
Mileage $ 32,064

Contract Adm-CSS&M $ 20,000

Total $ 70,000




Standard Factors

Standard indirect Cost Factor 10.000%
Inflation Factor (Year 2) 1.000
Inflation Factor (Year 3) 1.000
Inflation Factor (Year 4) 1.000
Inflation Factor (Year 5) 1.000
FICA 7.650%
Unempioyment Insurance Rate: 0.390%
Worker's Compensation Insurance Rate: 1.320%

Opportunity Cost Rate:
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